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January 8, 1957 


Obie: 


It's short notice, but would you consider 
changing the topic of the talk you are scheduled to 
make at the next luncheon of the Club? 


It strikes me that this is the time to remind all | 
our members about "45." 


You know what I mean. 45 state legislatures 
scheduled to convene during 1957 . . . literally thou= 
sands of new laws and changes in old laws dealing with 
state taxes . . . the cost of over—looking a requiremel 
It will be the most important year ever for corporatidl 
doing business in outside states. All signs point to i 
The states need taxes to finance huge school and road 7 
building programs. That means more taxes for everyone.) 
Corporations will have to pay their share. Then there @ 
all the new rulings and regulations which always fol 


You will be doing everyone a favor when you put — 
them on notice about the coming deluge. 


Regards, 


Okan. 


P. S. After all the experience you and I have had wit 
state tax matters over the years, we both know the su 
systematic way of keeping our companies informed on? 
changes. Perhaps you would like to distribute copies” 
the folder entitled "C T System of Corporate Protea 

You can get copies at the local C T office. 3 
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..... blacksmith? ..... Blackstone? 


“No connection,” you say and yet— 





how often manufacturers of mouse traps or bobby pins 


or earth moving machinery—or anything else—are ex- : 
pected to know all the multifarious laws, rules, and So 
regulations applicable to the transfer of their company’s ™ 
stock—and to have the judgment in applying this knowl- : 


edge, that can be gained only through long and varied 
experience with stock transfers and familiarity with 


precedents. 





With the courts universally decreeing that the com- 
pany’s officials are legally responsible for the proper 
transfer of its stock—and with its stock books subject to 
unexpected and unfriendly scrutiny—how much better 
to entrust all such matters to an experienced transfer 
agent, relieving the officials from unfamiliar detail and 
allowing them to spend their full time and energy in 


bettering their business and pursuing financial success. 


How much better to entrust it to the professional 






with longer experience in transfer work than any other: 


The Corporation Trust Company. 


Virginia 


-Stock Corporation 


A NEW Corporation Law, known 
as the “Virginia Stock Corporation Act,” 
became effective on January 1, 1957, as 
a result of the enactment of Chapter 
426, (Senate Bill 11), Laws of 1956, 
approved March 30, 1956. 


In general, the new law is patterned 
after the American Bar Association’s 
Model Act (Revised). In addition to 
the enactment of a new Stock Corpo- 
ration Law, this act contains important 
provisions relating to foreign corpora- 
tions. It also revises, rearranges and 
recodifies the articles of the Code 
dealing with non-stock associations, co- 
operative associations, securities and 
the “Uniform Stock Transfer Act.” 


Domestic Corporations 


Under the new law, every domestic 
corporation must establish a registered 
office and appoint a registered agent 
for service of process. Section 13.1-9 
relating to this requirement for domes- 
tic corporations provides: 


“Each corporation shall have and 
continuously maintain in this State: 


“(a) A registered office which 
may be but need not be, the same 
as its place of business. 


“(b) A registered agent, which 
agent must be an individual resident 
in this state whose business office is 
identical with such registered of- 
fice, and who is an officer or direc- 
tor of the corporation or a mem- 
ber of the Virginia State Bar.” 


Act 


Among the interesting features of the 
new law are provisions for abbreviations 
“Ca. “Corp,” “Ine.” ead “LG i 
the name of a corporation, stock options, 


‘restated articles, inspection of books 


and records, voting trusts, unanimous 
written consent of shareholders, scrip 
and stock dividends. Also, the merger 
and consolidation provisions of the new 
law permit a foreign corporation to 
survive or result in a merger or con- 
solidation with a domestic corporation 
and provide for the merger of a parent 
and subsidiary without stockholder ap- 
proval. 


Domestic corporations which were 
in existence on January 1, 1957 are 
given until July 1, 1958 to comply with 
the new law by filing a statement to 
establish a registered office and appoint 
a registered agent. Forms for this pur- 
pose are furnished by the State Corpo- 
ration Commission. Such corporations, 
however, are allowed an additional 
period until July 1, 1959 to comply 
with the office and agent requirements 
mentioned above, subject to an addi- 
tional payment of $50 if the filing is 
after June 30, 1958 and before January 
1, 1959, and of $100 if the filing takes 
place after December 31, 1958 and be- 
fore July 1, 1959. If such filing is not 
effected by July 1, 1959, the domestic 
corporation is automatically dissolved. 


Foreign Corporations 


Section 13.1-109 provides that “every 
foreign corporation authorized to trans- 
act business in this state shall have 
and continuously maintain in this state: 
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“(a) A registered office which 
may be, but need not be, the same 
as its place of business in this state. 


“(b) A registered agent, which 
agent must be an individual res- 
ident in this state whose business 
office is identical with such reg- 
istered office, and who is an officer 
or director of the corporation or a 
member of the Virginia State Bar.” 


Foreign corporations are required to 
file a statement with the State Corpo- 


CALIFORNIA 


ration Commission, establishing a reg- 
istered office and appointing a registered 
agent in Virginia, which will also con- 
tain an irrevocable consent to service 
of process, notices, etc., upon the cor- 
poration on the Clerk of the State 
Corporation Commission. Those which 
were qualified at any time prior to 
January 1, 1957 are required to file 
such a statement before July 1, 1958, 
Failure to do so by that date will bring 
about an automatic revocation of the 
certificate of authority of a foreign 
corporation. 


Federal Court of Appeals rules that there is no 

diversity of citizenship where, in a derivative suit, 

corporation and defendants are citizens of the same 

state, although stockholder plaintiff is a citizen of 
another state. 


A derivative action was brought by an 
Illinois stockholder of a California 
corporation against California residents 
in a California Federal District Court. 
That court realigned the parties, and 
ruled it did not have jurisdiction be- 
cause there was no diversity of citizen- 
ship and the corporation and the individ- 
ual defendants, all citizens of California, 
would be on both sides of the con- 
troversy. The stockholder appealed. The 


judgment was affirmed by the United 
Court of Appeals. 


Carr v. Beverly Hills Corporation et 
al., 237 F. 2d 323. George E. Danielson 
of Los Angeles and Thomas Dodd 
Healy of Chicago, IIll., for appellant. 
Lathan & Watkins, Ira M. Price II, 
Charles E. Horning, Jr., Gibson, Dunn 
& Crutcher, Henry F. Price and Frederic 
H. Sturdy of Los Angeles, for appellee. 
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DELAWARE 


“Complete list of stockholders entitled to vote” at 

election, mentioned in Sec. 219 G. C. L., held 

required to include stockholders’ addresses and 
number of shares held. 


In Magill v. North American Refrac- 
tories Company et al., 124 A. 2d 718, 
(The Corporation Journal, October— 
November, 1956, page 265), the Court 
of Chancery, New Castle County, ruled 
that the “complete list of stockholders 
entitled to vote” at an election of direc- 
tors, mentioned in Section 219 of the 
Delaware Corporation Law, did not 
require that there be included the stock- 
holders’ addresses or the number of 
shares held. 


Upon appeal, the Delaware Supreme 
Court has reversed this ruling and has 
indicated that stockholdings and addresses 
should be included. The court cited 
that the law specifies that the list was 
to be prepared by the officer who has 
charge of the stock ledger. After an 
examination of the history of the sec- 
tion, the court found the inference 
suggested that “the list should reflect 
the same information that appears in 


the ledger and the transfer books to 
the extent that such information is 
pertinent to the purpose that this list 
is designed to serve.” The Court re- 
marked that “only a moment’s reflection 
is needed to see that a mere list of 
names cannot supply the attending 
stockholders with any information that 
can be effectively used in connection 
with the voting at the meeting.” It 
concluded “that the voting list required 
by Section 219, must, to be complete, 
set forth the number of shares held 
by each stockholder, and his address as 
shown by the books of the corporation.” 


Magill v. North American Refractories 
Company et al., Delaware Supreme Court, 
December 28, 1956. Aaron Finger of 
Richards, Layton & Finger of Wilming- 
ton for appellant. William Prickett and 
William Prickett, Jr., of Wilmington, 
for appellees. 


Judgment creditor, purchasing attached shares of 

judgment debtor at sale ordered by court, ruled 

entitled to have old shares cancelled and new cer- 
tificates issued. 


Plaintiff was granted a divorce in the 
Superior Court and in conjunction there- 
with granted a monetary judgment 
against her husband. Subsequently, a 
writ of attachment based on the judg- 
ment was issued by the Superior Court, 
resulting in a seizure of the shares of 
stock in each of the defendant corpo- 
rations which were standing in the 
name of the judgment debtor. The 
court having issued an order of sale, 
the attached stock was purchased by 


the plaintiff at the public sale. Plain- 
tiff instituted this suit to compel defend- 
ants to cancel the registration of the 
shares in the name of the judgment 
debtor and to transfer the registrations 
into plaintiff's name and to issue her 
certificates therefor, upon defendants’ 
refusal to transfer the shares into her 
name on their books and to issue new 
certificates to her. She also sought all 
dividends and stock accretions since 
she purchased the shares. 
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The Court of Chancery, New Castle 
County, concluded that plaintiff was 
entitled to have the old registration of 
the shares cancelled and a new regis- 
tration in her name entered, and that 
she was also entitled to certificates rep- 
resenting such shares, and any stock 
or cash attributable thereto, upon con- 
dition that she deliver appropriate in- 
demnity bonds to the defendants. 
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Issuance of stock in new corporation for services 






Bartlett v. General Motors Corpora 
tion et al., Court of Chancery, New 
Castle County, December 14, 1956. David 
B. Coxe, Jr., of Wilmington, for plain- 
tiff. Caleb S. Layton of Richards, Lay- 
ton & Finger of Wilmington, for de- 
fendants; 127 A. 2d 470. 


to be performed, with consideration to be paid into 
capital out of corporate earnings allocable to the 


The plaintiff below was one of four 
persons who organized defendant cor- 
poration. He was the one most active 
in getting the business started and it was 
understood that for these services there 
was thereafter to be paid $2,500 out of 
his share of the profits as earned and 
that this was to constitute the consid- 
eration for his stock, consisting of 50 
shares of $25 par. The directors voted 
these shares to the plaintiff and a proper 
certificate was executed and issued. 
This was signed by him and delivered, 
with his demand note for $2,500 to the 
secretary of the corporation, to hold 
until the stipulated $2,500 should be 
earned and transferred to capital. Later, 
the individual defendants, themselves 
constituting a majority of the board 
of directors, voted to oust the plain- 
tiff from all participation in the enter- 
prise, and to forfeit his stock for non- 
payment of the agreed $2,500, even 
though the enterprise had not yet 
yielded any profits. This equitable 
proceeding was then brought to have 
plaintiff decreed to be the owner of the 
50 shares, the corporation having, a 
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stock, upheld. 


year later, reported earnings of $40,- 
000 and declared a dividend of $10,000. 

The United States Court of Appeals, 
Third Circuit, affirmed a judgment 
upholding plaintiff’s claim of original and 
persisting ownership of the stock in 
question and of his right to share in 
accrued earnings. That court concluded 
that there was nothing in the Penn- 
sylvania statutes prohibiting the plain- 
tiff from becoming a stockholder under 
these conditions, and also that the 
lower court’s ruling in plaintiff’s favor 
respected a provision of the state Con- 
stitution, not implemented by statute, 
which provides as follows: “No cor- 
poration shall issue stocks or bonds 
except for money, labor done, or money 
or property actually received; and all 
fictitious increase of stock or indebted- 
ness shall be void.” 

Grafton v. Masteller et al., 232 F. 2d 
773. Walter Biddle Saul (Richard M. 
Saul, on the brief), of Philadelphia, for 
appellants. Thomas D. McBride of 
Philadelphia (William N. J. McGinniss 
of Ardmore and Louis Lipschitz of 
Philadelphia, on the brief), for appellee. 








MARYLAND 


Foreign corporation maintaining in state sales rep- 
resentatives who solicited and accepted orders, serv- 
iced customers and promoted corporation’s products 
held doing business so as to be subject to process. 


The only question at issue on the defend- 
ant’s motion to dismiss, the United 
States District Court, District of Mary- 
land, remarked, was whether the defend- 
ant, a Massachusetts corporaton, was 
doing business in Maryland within the 
meaning of Article 23, Section 88(a), 
Annotated Code of Maryland, so as to 
be subject to service of process. The 
defendant, a manufacturer of building 
materials, though having no plants or 
warehouse in Maryland, distributed its 
products through a local distributor of 
wholesale building materials. The defend- 
ant corporation also maintained two 
sales representatives in the Baltimore 
area who solicited and accepted orders, 
some without factory approval. They 
also serviced customers and promoted 
the use of the defendant’s products by 


NEW YORK 


demonstrations and by visting the var- 
ious job sites. 


The court overruled the motion to 
dismiss, observing that the facts dis- 
closed not mere solicitation of business, 
but “solicitation plus”. The intrastate 
activities of the defendant were held 
sufficient to make the corporation amen- 
able to suit. 


Wm. Barnes Hall, Inc. v. The Flint- 
kote Co.,* 139 F. Supp. 32. J. Purdon 
Wright and Wm. H. Zimmerman of 
Baltimore, for plaintiff. W. Lee Harrison 
and Richard C. Murray of Towson, for 
defendant. 


*The full 
printed in the State Tax Reporter, 
Maryland, page 10,268. 


text of this opinion is 


Service on employee of local subsidiary of foreign 
corporation defendant set aside. 


Defendant, a corporation organized under 
the laws of the United Kingdom of 
Great Britain and Northern Ireland, 
not doing business in New York, was 
served through process effected upon 
an employee of a Delaware subsidiary 
corporation, not a party to the suit, 
which was active in New York. The 
causes of action arose out of airplane 
accidents occurring in the Mediterra- 
nean Sea. 


Under the circumstances of the case, 
the United States District Court, South- 


ern District of New York, ruled that 
the defendant was not doing business 
within the state to such an extent as 
to warrant the inference that it was 
present within and amenable to proc- 
ess in the state. 

State Street Trust Company et al. v. 
British Overseas Airways Corporation et 
al., 144 F. Supp. 241. Theodore E. 
Wolcott of New York City, for plain- 
tiff. Haight, Deming, Gardner, Poor 
& Havens of New York City, for 
defendants. 
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Service of process on vice president of corporation 
soliciting orders in state through factor, set aside. 


Defendant unlicensed foreign corpora- 
tion appeared specially and moved for 
an order setting aside the service of 
summons upon it through service upon 
a vice president, on the ground that it 
was not at the time of service, nor at 
any other time, doing business in New 
York, and was not subject to the juris- 
diction of the court. Among other 
things, it manufactured, elsewhere, rotary 
lawn mowers which were sold to the 
public by various stores throughout 
the nation, including the state of New 
York. It had no representative in New 
York, except one person who solicited 
orders from retail outlets in the state, 
who represented various manufactur- 
ing concerns besides defendant, work- 


ing on a commission basis, without 
authority to accept orders. All orders 
obtained by him were accepted in 
defendant’s offices in Illinois, defend- 
ant operating no stores or outlets in 
New York. 


The New York Supreme Court, Mon- 
roe County, concluded that no juris- 
diction was acquired over the defend- 
ant and granted the motion to set the 
service aside. 

Knapp v. Roberton Manufacturing 
Company et al., 155 N. Y. S. 2d 490. 
Oviatt, Gilman, O’Brien & Forman 
(Percival D. Oviatt, Jr., of counsel), 
of Rochester, for defendant, movant. 
William L. Clay of Rochester, for 
plaintiff, respondent. 


Mere relationship of co-subsidiaries of foreign 

holding company ruled not sufficient to support 

service of process upon one of them as “managing 

agent” of the other, where separate identities were 
maintained. 


One of the defendants sought to have 
service of process upon it quashed and 
the complaint dismissed. This was an 
English manufacturing corporation. All 
of its stock was owned by an English 
holding company, which also owned 
all of the stock of a Delaware corpora- 
tion qualified to do business in New 
York. The service upon the defendant 
English manufacturing corporation was 
made by serving the secretary and 
treasurer of the Delaware corporation, 
most of whose sales were of products 
manufactured by and purchased from 
the corporate defendant at standard 
list prices, less discount. The Delaware 
corporation, not a defendant, was served 
with the process on the theory that it 
was the “managing agent” of the defend- 
ant English manufacturing company. 

The United States District Court, 
Southern District of New York, after 
a consideration of the surrounding cir- 


cumstances, concluded that the affida- 
vits and exhibits submitted on the mo- 
tion did not support plaintiff's conten- 
tion that the Delaware corporation was 
the managing agent for the defendant, 
observing that both corporations had 
preserved their own identities and ex- 
isted as separate entities. The rela- 
tionship between these co-subsidiary 
companies was regarded as “even more 
remote than one of parent and _ subsid- 
iary.” A motion to dismiss the com- 
plaint as to the defendant corporation 
and to quash service upon it was granted. 

Anderson et al. v. British Overseas 
Airways Corporation et al., 144 F. Supp. 
543. Theodore E. Wolcott of New 
York City, for plaintiff. Haight, Gardner, : 
Poor & Havens of New York City, for 
defendant the de Havilland Aircraft 
Co., Ltd., appearing specially, Douglas 
B. Bowring of New York City, of 
counsel. 
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NORTH CAROLINA 


Service on State official as unlicensed foreign cor- 
poration’s agent, under statute, upheld, where busi- 
ness was carried on regularly. 


Defendant unlicensed foreign corpo- 
ration appeared specially, moving to 
set aside service of process upon it 
which had been effected by serving the 
Secretary of State under G. S., Section 
55-38. The Supreme Court of North 
Carolina affirmed a ruling adverse to 
the defendant. That court found the 
defendant corporation had, through the 
individual defendant, transacted and 
repeatedly solicited business in North 
Carolina over a period of approxi- 
mately ten years. This individual rep- 
resented himself to be a service engin- 
eer for the corporation, making tests 
and recommendations for the purchase 


VIRGINIA 


and use of the corporation’s products 
in the state, repeatedly soliciting busi- 
ness, in conjunction with another solic- 
itor for the company, who supervised 
equipment sold by it. The court con- 
cluded that the corporation was, by 
such activities doing business for the 
purpose of service upon the Secretary 
of State as its agent under the statute. 

Housing Authority of the City of 
Wilmington v. Brown et al., 94 S. E. 2d 
582. Stevens, Burgwin & McGhee of 
Wilmington, for defendant Electric 
Chemical Company, appellant. Mc 
Clelland & Burney of Wilmington, for 
plaintiff, appellee. 


Unlicensed foreign corporation, shipping product 
to local representative, who assigned contracts col- 
lateral to conditional sales of product to company, 
held doing business so as to be barred from main- 
taining suit on contract with local representative. 


Defendant moved to dismiss this suit 
upon the ground that the plaintiff 
Delaware corporation was precluded 
from maintaining it, by reason of certain 
provisions of the Virginia Code of 1950 
(which provisions have since been su- 
perseded by comparable sections of 
Chapter 426, Laws of 1956, effective 
January 1, 1957). The material in the 
1950 Code stipulated in substance that 
a foreign corporation, doing business 
in the state without first obtaining a 
certificate of authority, should not re- 
cover any money or property or en- 
force any contract in any court. Plain- 


tiff’s principal place of business was in 
Illinois and it was engaged in the 
manufacture and distribution of coin- 
operated musical instruments or ma- 
chines. The defendants, residents of Vir- 
ginia, had a contract with the plaintiff 
for the sale and distribution of its 
product in portions of Virginia and 
North Carolina. The case turned around 
the relationship between the plaintiff 
corporation and the principal individual 
defendant, who acted as its sales man- 
ager at Roanoke, Virginia, and later 
became its Richmond distributor. The 
company shipped him musical instru- 
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A contract performed—but no 


pay. Services rendered—but no pay. 


Goods delivered—but no pay. Why not? Why is it 


so many corporations find themselves unable to enforce 
payment through state courts? Why are they barred from 
the use of those courts? The answers—and a suggestion on 
how to avoid such sifuations—will be found in CT’s newest 
booklet, Heads | Win, Tails You Lose. If you have not 
yet received your free copy, write for one today—to 
The Corporation Trust Company, 120 
Broadway, New York 5, N. Y. 





A JUMBLE 


or a planned -for-maximum-safety 


method of doing business as the 


laws of each state require? 









ments and repair parts and he sold 
them, taking from the purchaser a con- 
ditional sales contract in Virginia or a 
chattel mortgage if the sale was made 
in North Carolina, in accordance with 
directions from the company. The con- 
tracts with the purchasers were as- 
signed to the company. This individual 
defendant also assisted in the collection 
of delinquent accounts of the plaintiff. 

The United States District Court, 
Eastern District of Virginia, Richmond 
Division, concluded that the corpora- 
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tion was engaged in doing business iq 


taxation 


Supreme Court of the United States holds con- 


Virginia, and, as it was conceded it 
had not obtained a certificate of authority, 
the motion of the defendant should 
have been granted and the case dismissed. 


Rock-ola Manufacturing Corporation », 
Wertz et al.* United States District 
Court, Eastern District of Virginia, 
Richmond Division, October 9, 1956. 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Virginia, page 10,043. 


tractors operating in Federal areas in state may not 
be required to secure a state contractors’ license. 


In Leslie Miller, Inc. et al. v. State of 
Arkansas, 225 Ark. 285, 281 S. W. 2d 
946, (The Corporation Journal, Feb- 
ruary—March, 1956, page 192), the 
Supreme Court of Arkansas ruled that 
certain contractors were required to 
obtain state contractors’ licenses from 
the state Contractors Licensing Board 
when fulfilling Government contracts 
in Federal areas in Arkansas over which 
the Government had not accepted juris- 
diction. 


Upon appeal, the Supreme Court of 
the United States has reversed this 
ruling. The highest court found “a 
conflict between this license require- 
ment which Arkansas places on a Fed- 
eral contractor and the action which 
Congress and the Department of Defense 
have taken to insure the reliability of 
persons and companies contracting with 
the Federal Government. Subjecting a 
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federal contractor to the Arkansas con- 
tractor license requirements would give 
the State licensing board a virtual power 
of review over the federal determina- 
tion of ‘responsibility’ and would thus 
frustrate the expressed federal policy 
of selecting the lowest responsible bidder.” 


Leslie Miller, Inc. v. State of Arkan- 
sas,* Supreme Court of the United 
States, December 17, 1956; 77 S. Ct. 257. 
Leffel Gentry of Little Rock, for 
appellant. Tom Gentry, Attorney Gen- 
eral, Thorp Thomas, Assistant Attorney 
General, William J. Smith and B. S. 
Clark of Little Rock, for appellee. J. 
Lee Rankin, Sol. Gen., George C. Doub, 
Asst. Atty. General, and Melvin Richter, 
Attorney, for U. S., as amicus curiae. 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Arkansas, page 3358. 


















ILLINOIS 


















The Supreme Court of Illinois has held 
unconstitutional the use tax imposed 
by Senate Bill 510, Laws of 1955. The 
court, noting that the incident of tax- 
ation was the “privilege of using tan- 
gible property in this state,” found 
that the tax did not conform to the 
uniformity clause of the Illinois Con- 
stitution, as the act contained exempt 
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Illinois Supreme Court renders decision holding use 
tax is unconstitutional. 


Tax upheld against lessor of property leased from 


classification which had no relation to 
the use of the property. 


Turner v. Wright,* Illinois Supreme 
Court, November 26, 1956. (Petition for 
rehearing has been granted.) 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Illinois, page 10,109. 


Federal government, as a tax upon the privilege of 


The United States owned real estate 
in Detroit consisting of an industrial 
plant, building and grounds. A por- 
tion was leased to plaintiff corporation, 
which used it exclusively for manu- 
facturing purposes in its business con- 
ducted for profit. Defendant city as- 
sessed a tax to the plaintiff on the 
value of the property, under a statute 
which made real property, which was 
exempt, taxable when leased to a pri- 
vate individual or corporation in con- 
nection with a business conducted for 
profit. Plaintiff paid the first half of 
the tax under protest and brought this 
action to recover it, contending the tax 
was invalid as being upon real property 
owned by the United States, while 
defendant contended that the tax was 
a specific tax on plaintiff’s privilege of 
using the property, which tax could, con- 
stitutionally, be measured by the full 
value of that property. 


The Michigan Supreme Court adopted 
the defendant’s view, regarding it as 


using the property, measured by its full value. 
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established that such a privilege tax 
was not only permissable, as appeared 
from decisions of the Supreme Court 
of the United States, but also that it 
was valid even though measured by the 
full value of the immune property. 
Answering a further contention of plain- 
tiff that the act in question violated a 
provision of the Michigan Constitution 
in imposing against a lessee an ad va- 
lorem tax not based on the cash value 
of his leasehold but on the entire fee 
simple interest of the owner, the court 
observed: “Holding, as we do, that the 
tax imposed is not ad valorem on the 
property nor on the leasehold, but a 
specific tax on the privilege of using 
the property, the mentioned constitu- 
tional provision is without application.” 


United States et al. v. City of Detroit,* 
77 N. W. 2d 79. Glenn M. Coulter of 
Detroit, for Borg-Warner Corp. Charles 
K. Rice, Acting Assistant Attorney 
General, Lee A. Jackson and Lyle M. 
Turner, Attorneys, Department of Jus- 
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tice, of Washington, D. C., and Fred 
W. Kaess, United States Attorney, and 
John L. Owen, Assistant United States 
Attorney, of Detroit, for United States. 
Paul T. Dwyer, Corporation Counsel, and 
Bert R. Sogge, Julius C. Pliskow and 
Roger P. O’Connor, Assistants Corpo- 
ration Counsel, of Detroit, for defend- 


TEXAS 


ant. (Appeal filed in the Supreme Count 
of the United States, October 8, 1956; 
Docket No. 487. Probable jurisdiction 
noted, January 14, 1957.) 


*The full text of this opinion is 
printed in the State Tax Reporter, 
Michigan, page 10,390. 


Timely payment of franchise tax by check, dis- 

honored in error by bank on which drawn, ruled 

free of penalty, where check was subsequently re- 
deposited and paid. 


The object of this suit was to recover 
$627 paid under protest as a penalty 
for alleged failure of a corporation to 
pay its corporate franchise tax for the 
year 1956 on time, the trial being non- 
jury. The tax being due May 1, 1955, 
the corporation issued its check for the 
amount of the tax dated April 30, 1955 
on a Texas bank, payable to the Depart- 
ment of State. It was endorsed to the 
State Treasurer for collection and sent 
through the regular banking channels, 
but was returned for lack of sufficient 
funds, through an error of the bank 
on which the check was drawn. It was 
redeposited after the May 1 deadline 
and subsequently paid. The lower court 


entered judgment for the corporation 
and the defendant state officials appealed. 


The judgment was affirmed by the 
Court of Civil Appeals of Texas, Austin, 
which accepted the view of the trial 
court that there were sufficient funds 
in the bank to pay the check when it 
was issued, and that nonpayment resulted 
from an error on the part of the bank. 


Muldrow et al. v. Texas Frozen Foods, 
Inc., 293 S. W. 2d 221. John Ben 
Shepperd, Atty. Gen., W. V. Geppert, 
L. P. Lollar, Asst. Attys. Gen., for 
appellants. Kelley, Looney, McClean 
& Littleton and Willard E. Dollahon 
of Edinburg, for appellee. 





The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


ALABAMA. Docket No. 505. State v. Plantation Pipe Line Co., 89 So. 2d 
549. (The Corporation Journal, December 1956—January 1957, page 294.) 
State franchise tax—pipe line. company—interstate commerce. Petition for writ 
of certiorari filed, October 11, 1956. Certiorari denied, December 10, 1956. 


ARKANSAS. Docket No. 51. Leslie Miller, Inc. et al. v. The State of 
Arkansas, 281 S. W. 2d 946. (The Corporation Journal, February—March, 1956, 
page 192.) Contractors’ state license—government contracts—federal areas. 
Appeal filed, March 23, 1956. Probable jurisdiction noted and case transferred to 
summary calendar, May 28, 1956. Reversed and remanded, December 17, 1956. 
(See page 312.) 


LOUISIANA. Docket No. 409. Mississippi River Fuel Corporation v. Fontenot, 
Collector of Revenue, 234 F. 2d 898. Severance tax—oil and gas—severed from 
land leased from Federal government. Petition for writ of certiorari filed, Sep- 
tember 12, 1956. Certiorari denied, November 19, 1956. 


MICHIGAN. Docket No. 487. United States et al. v. City of Detroit, 77 
N. W. 2d 79. (The Corporation Journal, February—March, 1957, page 313.) 


Property tax on lessee of property leased by Federal government. Appeal filed, 
October 8, 1956. Probable jurisdiction noted, January 14, 1957. 


MICHIGAN. Docket No. 354. Panhandle Eastern Pipe Line Co. v. Michigan 
Corporation and Securitics Commission et al., 77 N. W. 2d 249. (The Corporation 
Journal, October—November, 1956, page 274.) Franchise tax—apportionment 
formula—basis. Petition for writ of certiorari filed, August 29, 1956. Petition for 
certiorari denied, November 5, 1956. (77 S. Ct. 127.) Petition for rehearing 
denied, 77 S. Ct. 211. 


PENNSYLVANIA. Docket No. 531. Commonwealth of Pennsylvania v. 
Eastman Kodak Company, 124 A. 2d 100. (The Corporation Journal, October— 
November, 1956, page 275.) Corporation Income Tax Act of 1951—application to 
foreign corporation having no property, office or place of business in state and 
engaged only in interstate commerce. Petition for writ of certiorari filed, October 
27, 1956. Petition for writ of certiorari denied, December 17, 1956. 


_ 


* Data compiled from CCH U. S. Supreme Court Bulletin, 1956-1957. 
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€ culations and rulings | 


Florida— If the Class “C” intangible personal property tax is paid with 
respect to the debt recited in a mortgage at the time of the recording of the 
mortgage, the promissory note evidencing such debt will thereafter be immune 
from all subsequent annual Florida intangible personal property taxes. (Opinion 
of the Attorney General, State Tax Reporter, Florida, { 200-048.) 


Massachusetts — Owing to the enactment of Chapter 550 Acts of 1956, 
all domestic and foreign business and manufacturing corporations which are sub- 
ject to the corporation excise tax will be required to file returns on the fifteenth 
day of the third month following the close of their taxable year, which is defined 
as any fiscal or calendar year or period for which the corporation is required to 
make a return to the Federal government. This new rule applies to returns for 
taxable years ending after 1956; returns for earlier taxable years are not affected. 
(Corporation Excise Tax Ruling, State Tax Reporter, Massachusetts, {| 200-042.) 


Mississippi — A Mississippi corporation operating exclusively without the 
state and having no income derived from within the state is required to file an 
annual income tax return. The corporation must pay the minimum franchise tax 
of $10. Sales to Mississippi customers consummated without the state will not 
be considered Mississippi sales for income tax purposes unless the goods are 
shipped from an inventory located within Mississippi. (Letter, Division of In- 
come Tax, State Tax Reporter, Mississippi, { 200-064.) 


New York—A taxpayer may not elect to compute the franchise income 
tax based on income plus compensation by application of the investment alloca- 
tion percentage. Sec. 210 (6), Tax Law, expressly grants to a taxpayer qualify- 
ing thereunder the option of using its investment allocation percentage in comput- 
ing the first alternative tax based on net income and the second alternative tax 
based on business and investment capital. The statute does not provide for the 
use of the investment allocation percentage based on income plus compensation 
in computing the third alternative tax based on income plus compensation. 
In computing the tax under the income plus compensation method, the taxpayer's 
investment and business income should be allocated on the basis of the alloca- 
tion factor applicable to each type of income unless the investment income is 
more than 85% of its entire net income as computed thereunder, in which event 
the taxpayer may elect the option provided in Sec. 210 (6), Tax Law. (Opinion 
of the Deputy Commissioner and Counsel, State Tax Reporter, New York, 
J 98-853.) 


North Carolina — Liability for property taxes attaches in accordance 
with ownership as of January 1. There is no statutory provision to exempt prop- 
erty from taxation for the year when it is subsequently sold to a tax exempt 
unit. (Opinion of the Attorney General, State Tax Reporter, North Carolina, 
{ 200-177.) 
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ome important matters 


For February and March 


This Calendar does not purport to be a complete calendar of all matters requiring atten- 

tion by corporations in any given state. It is a condensed calendar of the more important 

requirements covered by the State Report and Tax Bulletins of The Corporation Trust 

Company. Attorneys interested in being furnished with timely and complete information 

regarding al] state requirements in any one or more states, including information regarding 

forms, practices and rulings, may obtain details from any office of The Corporation Trust 
Company or C T Corporation System. 


Alabama — Annual Franchise Tax Return due between January 1 and March 

15.—Domestic and Foreign Corporations. 

Income Tax Return and Returns of Information at the source due on 
or before March 15.—Domestic and Foreign Corporations. 

Annual Franchise Tax due April 1, but may be paid without penalty 
until April 30.—Domestic and Foreign Corporations. 

Quarterly withholding tax due on or before April 30.—Domestic 
and Foreign Corporations. 


Alaska — Annual Report due within 60 days from January 1—Domestic and 
Foreign Corporations. 
Income Tax Return due on or before March 15.—Domestic and Foreign 
Corporations. 


Arizona — Returns of Information at the source due on or before February 
16.—Domestic and Foreign Corporations. 
Annual Statement of Mining Companies due between January 1 and 
April 1—Domestic and Foreign Corporations engaged in mining. 


Arkansas—Franchise Tax Report due on or before April 1—Domestic and 
Foreign Corporations. 


California — Returns of Information at the source and Returns of Tax With- 
held at the source due on or before February 15.—Domestic and Foreign 
Corporations. , 

Franchise (Income) Tax Return due on or before March 15.— 
Domestic and Foreign Corporations. 


Colorado — Returns of Information at the source due on or before March 15. 
—Domestic and Foreign Corporations. 


Connecticut — Annual Report due on or before February 15 (if corporation was 
organized or qualified between January 1 and June 30 of any previous year). 
—Domestic and Foreign Corporations. 


Income (Franchise) Tax Return due on or before April 1—Domestic 
and Foreign Corporations. 
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District of Columbia— Returns of Information at the source due on of 
before February 15.—Domestic and Foreign Corporations. 


Dominion of Canada — Returns of Information at the source due on or 
before February 28—Domestic and Foreign Corporations. 


Georgia — Report of Resident Stockholders and Bondholders due on or before 
March 1.—Domestic and Foreign Corporations. 


Idaho — Returns of Information at the source due on or before March 15.— 
Domestic and Foreign Corporations. 


Illinois — Annual Report due between January 15 and February 28.—Domestic 
and Foreign Corporations. 


Kansas— Returns of Information at the source due on or before March 1.— 
Domestic and Foreign Corporations. 

Annual Report and Franchise Tax due on or before March 31— 
Domestic and Foreign Corporations. 


Kentucky — Returns of Information at the source due on or before March 
15.—Domestic and Foreign Corporations. 
List of Resident Stockholders and Bondholders due on or before 
March 15.—Domestic and Foreign Corporations. 


Louisiana — Returns of Information at the source due on or before February 
15.—Domestic and Foreign Corporations. 


Capital Stock Statement due on or before March 1.—Foreign Corpo- 
rations. 


Maine — Annual License Fee due on or before March 1—Foreign Corporations. 


Massachusetts — Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 


Minnesota — Income Tax Return due on or before March 15.—Domestic and 
Foreign Corporations. 


Annual Report due between January 1 and April 1—Foreign Companies. 


Missouri — Returns of Information at the source due on or before March l— 
Domestic and Foreign Corporations. 


Annual Franchise Tax Report due on or before March 1.—Domestic 
and Foreign Corporations. 


Montana—Annual Report of Capital Employed due between January 1 and 
March 1.—Foreign Corporations qualified after February 27, 1915. 
Annual Report of Net Income due on or before March 31.—Domestic 
and Foreign Corporations. 


Annual Report due on or before March 1—Domestic and Foreign Corpo 
rations. 
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Nebraska— Statement to Tax Commissioner due on or before March 1.— 
Foreign Corporations. 


Nevada — Annual Statement of Business due not later than the month of 
March.—Foreign Corporations. 


New Hampshire — Annual Return due on or before April 1—Domestic 
and Foreign Corporations. 


Franchise Tax due on or before April 1—Domestic Corporations. 


New Mexico — Franchise Tax Return due on or before March 15.—Domestic 
and Foreign Corporations. 
Returns of Information at the source due on or before April 1.— 
Domestic and Foreign Corporations. 


New York — Returns of Information at the source due on or before February 
15.—Domestic and Foreign Corporations. 


Annual Franchise Tax Report and Tax of Real Estate Corporations 
due between January 1 and March 1.—Domestic and Foreign Real Estate 
Corporations. 


Returns of Tax Withheld at the source due on or before March 1.— 
Domestic and Foreign Corporations. 


North Carolina — Income Tax Return due on or before March 15.—Domestic 
and Foreign Corporations. 


North Dakota — Annual Report due between January 1 and April 1—Foreign 
Corporations. 


Ohio — Annual Franchise Tax Report and Franchise Tax due between January 
1 and March 31.—Domestic and Foreign Corporations. 


Annual Statement of Proportion of Capital Stock due between January 
1 and March 31.—Foreign Corporations. 


Oklahoma — Returns of Information at the source due on or before February 
15.—Domestic and Foreign Corporations. 


Income Tax Return due on or before March 15.—Domestic and Foreign 
Corporations. , 


Oregon — Returns of Information at the source due on or before February 
15.—Domestic and Foreign Corporations. 


Annual Summary of Taxes withheld at the source due on or before 
February 16.—Domestic and Foreign Corporations. 


Pennsylvania — Capital Stock Tax Report and Tax and Corporate Loans Report 
and Tax due on or before March 15.—Domestic Corporations. 


Franchise Tax Report and Tax, Corporation Loans Tax Report and 
Excise Tax Report due on or before March 15.—Foreign Corporations. 
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Rhode Island — Annual Report due during February—Domestic and Forel 
Corporations. 


South Carolina— Annual License‘Tax Report and Tax due on or befe 
March 31.—Domestic and Foreign Corporations. 


Income Tax Return and Returns of Information at the source due @ 
or before March 15.—Domestic and Foreign Corporations. 


South Dakota — Annual Capital Stock Report due before March 1.—Fore 
Corporations. 


Texas — Annual Franchise Tax Report due between January 1 and March ff 
—Domestic and Foreign Corporations. ‘ 


United States — Returns of Information at the source due on or b 
February 28.—Domestic and Foreign Corporations. 
Income Tax Return and first half of tax due on or before March 1 


Domestic and Foreign Corporations having an office or place of busing 
in the United States. 


Utah — Income (Franchise) Tax Return due on or before April 15.—Dome i 
and Foreign Corporations. 


Returns of Information at the source due on or before February 1 
Domestic and Foreign Corporations. 


Vermont — Returns of Information at the source and Annual Reconciliation 0 
Tax Withheld at the source due on or before February 15.—Domestic 
Foreign Corporations. q 

Annual Report due on or before March 1—Domestic Corporations. § 


Extension of Certificate of Authority due on or before April le 
Foreign Corporations. 


Virginia — Returns of Information at the source due on or before Februag 
15.—Domestic and Foreign Corporations. 4 


Annual Franchise Tax due March 1.—Domestic Corporations. 


Annual Registration Fee due on or before March 1.—Domestic 
Foreign Corporations. 


Annual Report due between January 1 and March 1.—Domestic 
Foreign Corporations. 


Wisconsin — Income Tax Return and Returns of Information at the soume 
due on or before March 15.—Domestic and Foreign Corporations. 


Annual Report due between January 1 and March 31.—Domestic 
Foreign Corporations. 
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IW entary literature 


In connection with its various activities The Corporation Trust Company 

publishes the following supplemental pamphlets, any of which will be 

sent without charge to readers of The Journal. Address The Corporation 
Trust Company, 120 Broadway, New York 5, N. Y. 


| Heads I Win, Tails You Lose. An explanation of the possible consequences to 
4 the corporation which takes a chance [?] on doing business in states 
outside the state of its incorporation without complying with governing 
laws, rulings and regulations. 


| What Constitutes Doing Business (1956 Edition). A 182-page book containing 
brief digests of decisions selected from those in the various states as 
indicating what is construed in each state as “doing business.” 


: Spot Stocks Mean More Sales. A review of the advantages and dangers of using 
spot stocks at strategic shipping centers to bolster and increase sales. 


Corporate Tightrope Walking. Of interest to counsel for and the officers of any 
i corporation carrying on business in interstate commerce. 


| Agent for Process. Case histories of corporation officials who suddenly found out 
that trouble can take funny bounces when statutory representation is 
entrusted to a business employee. 


"Before and After Qualification. A complete list of aids and services—including 
those supplied without charge—which CT furnishes for lawyers working 
on foreign corporation matters. 


‘Corporate Confusion. A discussion of the wriggling, twisting, seemingly opposite 
court decisions which make building a pattern for out-of-state operations 
by a corporation a risky business these days. 


A Pretty Penny ... Gone! What it can cost a corporation—as shown by actual 
court cases—if.its agent cannot be found when service of process is attempted. 


"Suppose the Corporation’s Charter Didn’t Fit! Shows how charter provisions 

which suit well enough at time of organization may be handicaps for the 
corporation in later life—some measures to avoid them that a lawyer 
may help his client to take. 


"Some Contracts Have False Teeth. Interesting case-histories showing advisa- 
2 bility of getting lawyer’s advice before contracting for work outside home 
state, even for federal government. 





THE CORPORATION TRUST COMPANY 
120 Broadway, New York 5, N. Y. 


Form 3547 requested 


CORPORATION JOURNAL 


The Corporation Journal is published by The Corporation 
Trust Company bi-monthly, February, April, June, August, Octo- 
ber and December. Its purpose is to provide, in systematic and 
convenient form, brief digests of significant current decisions of 
the courts, and the more important regulations, rulings or opinions 
of official bodies, which have a bearing on the organization, mainte- 
nance, conduct, regulation, or taxation of business corporations. It 
will be mailed regularly, postpaid and without charge, to lawyers, 
accountants, corporation officials, and others interested in corpora- 
tion matters, upon written request to any of the company’s offices. 
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